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Since reaching an all-time peak of 86.1 per cent 
REAL ESTATE ACTIVITY above the long-term computed normal in May 

1946, real estate activity has stepped down slow- 
ly each month. The index reading for the month of May 1947, just one year after 
the peak, is 42.5. We have pointed out several times that this decline has been 
considerably slower than the rise and, though continuing to drop, real estate ac- 
tivity is still above the peak of the last boom, 


Although showing a very slight increase over the 
REAL ESTATE MORTGAGES _ revised April reading of 11.9, the May index 

reading of 12.5 indicates that for the third suc- 
cessive month, real estate mortgage activity is running well behind 1946. In 
March 1947 the activity index was 3 points below March 1946. April 1947 was 8.5 
points below April 1946, and May 1947 was 12.4 points below May 1946. 


Real estate mortgage activity follows real estate activity rather closely and 
as real estate activity is expected to continue its slow decline, at least through 
1947, we do not anticipate a real increase in mortgage activity during the balance 
of the year. 


We feel that construction costs have at last 
CONSTRUCTION COSTS passed the peak. Several times we have stated 

that the peak would be reached in the spring or 
summer of 1947. The first real break came, as many anticipated, in lumber 
prices. In April 1947 our standard six-room frame house reached its peak of 
$13,170. In May it fell to $13,029, and in June we record the second consecutive 
drop, to $12,829. This drop of $341 in 2 months is due almost entirely to the re- 
adjustment in lumber prices, 


While it is rather risky to try to guess what new wage demands will be made 
by labor or how effective they will be, we are of the opinion that for the most 
part building trade wages are near their peak and will not rise enough to offset 
the continued drop in material costs. Therefore, we feel that construction costs 
are really on their way down. 


We have shown on page 244 our cost figures on four types of residential prop- 
erty for 1939 and June 1947. The percentage of increase is given for each type of 
property, and we think that these percentages will not vary by too great an amount 
in the various parts of the United States. We intend to publish these figures on an 
up-to-the-minute basis several times a year. 
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BUILDING COSTS OF A STANDARD FIVE ROOM BRICK VENEER RESIDENCE BUILT IN ST. LOUIS 
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More recent Department of Labor figures show 
RESIDENTIAL CONSTRUCTION that permanent nonfarm dwelling construction is 

running just about 1-1/2 per cent ahead of 1946. 
However, 1946 saw the erection of only 670,500 permanent new nonfarm dwelling 
units, 


The figure of 778,400 previously quoted included temporary units torn down 
and re-erected at new sites. It still looks as if our January forecast of 600,000 
units for 1947 will be far closer than the 1,000,000 or more forecast by the gov- 
ernment. 





As a result of the new rent legislation, our index 
RESIDENTIAL RENTS of residential rents will show a sizable increase 

within the next six months. We believe that most 
landlords and tenants will get together under the provisions of the Act on a lease 
through 1948 at not more than 15 per cent increase. In many cases, however, this 
will not increase the value of rental property, as higher rents have already been 
discounted in the prices for which rental residential property has been changing 
hands, 


We believe that most property owners and managers are pretty well posted on 
contemplated or existing rent controls in their States or municipalities, but we 
feel that as Federal controls show signs of being abandoned by the end of 1948, 
it would be a good idea to brush up on State and local legislation. 


For the first time since 1934 the office building 
OFFICE BUILDING VACANCIES vacancy index took a slight turn for the worse. 

Vacancy rose from 0.57 per cent to 0.86 per 
cent, Although this represents a slight increase in vacancy, occupancy by gen- 
eral business has increased, 
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The foreclosure rate twitched slightly, from a 
FORECLOSURES reading of 3.3 to one of 3.5 foreclosures per 

hundred thousand families. There is nothing of 
any new significance in its behavior. It is, however, an excellent auxiliary barom- 
eter to use with the real estate activity index. When foreclosures start moving 
up in earnest, look out! 


The vetoing of the tax reduction bill will not be a 
BUSINESS CONDITIONS business stimulant. Coming at a time when busi- 

ness activity has already started to show some 
signs of falling off, it may accelerate a drop in business late inthe year. The 
fact that the much-talked-of recession has not yet taken place in many lines may 
cause many persons to gain optimism on the false assumption that the recession 
has been avoided, while probably it has only been delayed, 


We still believe that the probability of further 
STOCK MARKET lows in the market exceeds the probability of any 
immediate sharp upturn, 


INCREASES IN BUILDING COSTS SINCE 1939 


(SAINT LOUIS) 


30-UNIT REINFORCED CONCRETE APARTMENT SIX-ROOM BRICK HOUSE WITH FRAME INTERIOR 
Content: 303,534 cubic feet Content: 23,100 cubic feet 
Cost: 1939 - $135,000, or 44.5¢ per cubic foot Cost: 1939 - $ 6,400, or 27.7¢ per cubic foot 
Today- 255,966, or 84.4¢ per cubic foot Today- 13,100, or 56.5¢ per cubic foot 
INCREASE OVER 1939 = 90% INCREASE OVER 1939 = 105% 
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SIX-ROOM FRAME HOUSE FIVE-ROOM BRICK VENEER HOUSE 
Content: 25,376 cubic feet Content: 23,913 cubic feet 
Cost: 1939 - $ 5,894, or 23.2¢ per cubic foot Cost: 1939 - $ 5,440, or 22.7¢ per cubic foot 
Today- 12,829, or 50.6¢ per cubic foot Today- 11,348, or 47.5¢ per cubic foot 
INCREASE OVER 1939 = 118% INCREASE OVER 1939 = 109% 
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